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PUBLIC OWNERSHIP AND POPULAR GOVERNMENT 



WILLIAM HORACE BROWN 
Secretary of the Civic Federation, Chicago 



The growing sentiment in favor of public ownership and 
operation of industrial enterprises appears to be due mainly to 
two causes : first, dissatisfaction with the manner in which such 
enterprises, or those of them conducted under public franchises 
or privileges, are operated under private ownership; second, 
resentment against large aggregations of private capital, whether 
its employment in such enterprises is advantageous to the public 
or not. 

The first cause appears to predominate in American munici- 
palities. The second is no doubt the moving sentiment of the 
majority of those in the United States who would have the fed- 
eral government own and operate the railways and telegraphs, 
although other reasons are commonly assigned. 

The term "industrial enterprises" is used in the broadest 
sense, with a knowledge of the distinction observed in the securi- 
ties market between manufacturing and mercantile business com- 
monly termed industrial, and the transportation, lighting, and 
other business usually carried on under public franchises. Yet 
as a fact all are industries — departments of business employing 
capital and labor. The separation of those departments of enter- 
prise, or business, which are commonly conducted under public 
franchises or subject to public regulation in certain respects, from 
other departments as properly and naturally those which should 
be owned and operated by government, either municipal or fed- 
eral, is purely arbitrary. When it is asserted by advocates of 
public ownership and operation that there is such a distinction 
which they desire government to observe, they at once admit the 
doubtfulness of their proposition, and the necessity of placing 
close bounds upon their innovation. In European countries no 
such distinction is insisted on. Municipalities there own abattoirs 
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and distilleries, and engage in many other enterprises. There- 
fore, if it is a proper function of government, municipal, state, or 
federal, to> engage in the railroad or gas-making business, it is 
likewise proper for it to go into many other kinds of business. 

The municipality exercises control over and grants special 
privileges in greater or less degree to> the omnibus carrying busi- 
ness, house-wrecking, the building business, the advertising-sign 
business, not to quote too long a list. It does not seem to be any 
stretch of logic to analogize that, if a municipality may properly 
engage in the telephone business, because it permits the stringing 
of wires in alleys and under the streets, it may as properly engage 
in the construction business, on the ground that in the erecting of 
buildings contractors are specially permitted to monopolize half 
the street about the premises during such operations. Besides, 
building is under strict municipal regulation as to materials used, 
sanitary appliances, etc., and is controlled by the city inspectors. 

If we are to admit it to be the logical function of government 
to turn merchant, manufacturer, and speculator, with the money 
of the taxpayers, it is of first importance to find out whether we 
are to place any limitations upon it, and, if we are, for what 
reason. If we are going to fix an arbitrary rule of limitation, 
without sound reasons therefor, we may as well expect those who 
follow after us to throw it over. So it would seem to be of first 
importance to ascertain and bear in mind what the province of the 
government under free institutions really is. Under an absolu- 
tism the problem is exceedingly simple. The nearer we arrive 
at popular freedom, the more disputed it becomes. 

It is undeniable that in the United States from the earliest 
times the people have been firm in the faith that government was 
for the purpose of conducting purely public business, and should 
interfere as little as possible with the occupations of the citizens. 
In early years this feeling was so strong that it threatened dis- 
ruption of the government as organized under the federal consti- 
tution. People denied its authority to declare embargoes or to 
impose internal revenue taxes. The whole body of the people 
wanted the least government necessary to preserve order locally 
and to conduct interstate and foreign affairs, and they wanted 
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that at the least possible cost. This was the sentiment which Mr. 
Jefferson coined into his epigram : "That government is best 
which governs least." 

The theory was, of course, that the people should be permitted 
the widest latitude in conducting their commerce and in regulat- 
ing their private actions not inconsistent with the general wel- 
fare. There should be no sumptuary laws ; no' state interference 
with religion; no laws permitting monopolies; no favoritism; 
no recognition of class distinctions; nothing, in fact, that would 
in any way deny perfect equality or interfere with the exercise 
of commercial and individual liberty; always, of course, recogniz- 
ing the universal code of morality. In general, this has been 
admitted by every writer of recognized authority on govern- 
mental science as the true basis of popular representative gov- 
ernment, both in England and in America. From Franklin and 
Jefferson and Madison, to Bryce and Lecky, it will be found as a 
recognized principle, even among those writers who hold less 
faith in democracy than others. It is simply a recognition that 
the day for anything like a paternal government for an intelligent 
people is past. 

A real democracy is adapted only to simple forms of govern- 
ment; for government, being an institution of business, cannot 
be successfully conducted through many ramifications by the 
popular will. The popular understanding is not equal to* coping 
with intricate business propositions. The more complicated the 
government of a municipality becomes, the greater the number 
of departments ; and the more responsibilities involved, the less is 
success likely to attend management by boards of unskilled 
minds subject to popular influence or guided by partisan interests. 
The more and weightier the business undertaken, the greater the 
requirement for centralized authority and specialized skill; and 
consequently the less can be permitted of popular dictation. This 
is merely the principle that applies' to business consolidation, 
where the most intricate problems are concentrated in a few 
executive heads. 

How can we square this sentiment, this fundamental principle 
of a minimum of governmental interference, with the theory 
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that the people, either individually or organized together in 
companies, are not to be intrusted with the conduct of commercial 
enterprises, and that government shall deprive the people of their 
business opportunities, and monopolize such enterprises under its 
arbitrary power? The question cannot be answered by any shift- 
ing rules of limitation — that has already been shown. Under the 
assumption that all commerce or enterprise carried on under a 
public franchise or privilege is proper business for government 
to engage in, the principal departments of commercial enter- 
prise would be included. It is merely a question of degree, at the 
most; and it matters little as to the difference between packing- 
houses operating under municipal license, and under guard of 
municipal and government inspectors, and an electric company 
with a franchise. It resolves itself at once into a question of 
whether, if government is more competent and better entitled to 
conduct one-fourth of the business of the country — that is, to 
deprive the people of one-fourth of their worldly opportunities — 
it should not take over and conduct one-half, or three-fourths, or 
all, and leave the people with no opportunities whatever. Other- 
wise stated, if it is the proper function of government to take 
from the people and operate a part of the business enterprises 
within its jurisdiction, it is not the proper function of the people 
to say it may not also assume and monopolize other enterprises. 
To be sure, municipal-ownership advocates will declare that it 
is not proposed to deprive the people of anything; that, on the 
contrary, it is proposed to take from the corporations that have 
robbed the public and give to' the people that which rightfully 
belongs to them. This has a very seductive sound, but it is 
sophistry. The people own the businesses which it is proposed 
government shall take over and conduct. There are perhaps 
several millions of shareholders in the various corporations of the 
United States. In addition, the savings banks hold over three 
billion dollars of deposits, the life-insurance companies' have 
nearly as much, a very large percentage of all being invested in 
corporate securities, really held with the people's money. It is 
intended to pay them for their properties, of course. But has 
government the money to do this? No, it intends either to bor- 
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row the money on the properties or to go in debt to the owners 
for them. Now we have arrived at this situation : The people 
who are actually in the business which the government, local or 
federal, will take over, must retire from such business. They 
must enter other business, become idle capitalists living on their 
incomes, or seek salaried positions. They cannot enter other 
lines of trade without displacing some who are already in them, 
for practically all avenues of trade are as full as reasonable profits 
will permit; otherwise there would be an increase of competition 
as things now are. The municipalization or government owner- 
ship of industries will not create new business. It will, in fact, 
tend to narrow the volume of exchanges, for the reason that, on 
the average, public operation will not be as enterprising or as ably 
conducted as private operation. This will be disputed, but it 
appeals to reason that the citizens who have created the country's 
industries, who are conversant throughout with their technicali- 
ties, and who now successfully manage them, are more compe- 
tent to do so than any others are. The people who have shown 
the greatest ability in building up businesses are surely the ablest 
in managing them. 

The government, after thus having displaced the most com- 
petent business skill of the land, greatly disturbing the equilib- 
rium of trade in so doing, and destroying the choicest avenues of 
money-making investments, holds out to the people thus dis- 
possessed the alternative of accepting its low-rate bonds for the 
amount of their holdings — for we are not considering now the 
radical scheme of confiscation. Thus all, so far, except wage- 
earners, have had their incomes reduced, their possibilities for 
advancement curtailed, with large numbers forced into idleness; 
while the overcrowding of other business channels and lines of 
endeavor have reduced profits and caused business demoraliza- 
tion. Government, meanwhile, has become shopkeeper, trader, 
speculator, carrier, exclusively with hired help, much of which is 
engaged because of political influence or partisan activity. It has 
promised higher wages, and is attempting to pay them with 
impaired efficiency in operation and against a condition of indus- 
trial disturbance. At the same time, its income from taxes has 
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fallen greatly, not because the rate of taxes is less' — it is, in fact, 
higher — but because all the property which it has taken over now 
pays no taxes, and the bonds with which it paid for them are, as a 
rule, not productive of taxes'. 

Something must be done to forefend disaster. An attempt 
is made to reduce wages, which have been in many instances 
raised through influences other than consideration for the best 
interests of the enterprises; and strikes and tumults follow. 
Whatever deficiencies occur in returns must be made up from the 
general fund. New taxes are imposed — stamp taxes, increases 
in the excise, a modification of the tariff — which of course always 
means a raise. And then a revulsion of feeling in regard to 
government trading. 

Now, it is just as easy to deny that these results would occur 
under an extensive experiment in public ownership and operation 
as it is to outline them as probable. No government has entered 
upon the scheme far enough, and tried it long enough, to 
establish a criterion which may be used as indisputable evidence. 
Lacking sufficient statistics of actual results necessarily leaves 
the subject in a degree open to conjecture; but only as any propo- 
sition in conflict with logic and the known results of human actions 
are conjectural. And we have incomplete data which show the 
trend of municipalization experiments in the direction indicated. 

It is more than inconsistent, it is paradoxical, for a people 
who have for generations maintained the doctrine of the widest 
possible freedom in all departments of human endeavor, and 
particularly for that portion of the people which has supported 
that doctrine to extremes', now to appear as the sponsor for a 
system of governmental interference with such freedom so radical 
that it is nothing short of paternalism. This strange paradox is 
not relieved by the excuse that the common people are being 
despoiled by defiant corporations which enjoy and abuse special 
public privileges. The corporations are a part of the people. 
They are creatures of the same governmental power which it is 
proposed shall supersede them in proprietorship, and are sup- 
posed to be subject to the control of that power. 

If government has created institutions that are harmful to 
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the country and the people, it is a governmental fault. The 
people created the government, and maintain it. They elect, by 
universal suffrage, the officials who administer the affairs of the 
government. If these affairs are inefficiently or dishonestly admin- 
istered, it reflects directly upon the intelligence and the watch- 
fulness of the electors. Administrators as well as legislators hold 
their offices by short tenures. It is the business of the people — 
not their privilege, but their business — to keep their government 
in clean and able hands. Just so far as they do this do they 
demonstrate their fitness for self-government. Just so far as 
they fail or neglect to do this do they show their unfitness. 
Under our system bad government must be the result of the 
incapacity or indifference — which is the most hopeless kind of 
incapacity — of the citizens. 

This is so manifest as to be not debatable; yet we know 
government has created corporations that have imposed on the 
public, and that it has failed to exercise adequate control over 
them. States have shown unwise liberality in granting charter 
powers without adequate safeguards, and American municipalities 
are notorious, not only for their prodigality in granting franchises, 
but in the worse than incompetent manner in which they manage 
their business affairs generally. It is a frequent comment that 
our governmental system has shown its weakness more in the 
government of large cities than in any other respect. Dema- 
goguism, graft, and political trickery find in them their most 
profitable fields, and it is in them that reform works the slowest. 

Even where rank dishonesty does not appear in the conduct of 
municipal business, there has been much to condemn. We can 
see on every hand in practically all of our cities things that have 
been done wrong or entirely neglected. Cities have grown with 
great strides, problems have developed rapidly, and our system of 
rotation in office, to forestall building up an office-holding class, 
has had the effect of keeping, too much of the time, inexperienced 
men in the management of them. In some instances, also, there 
have been inadequate systems imposed by state constitutions or 
legislatures. But in all cases the shortcomings are primarily 
those of the people. Franchises have been corruptly bartered 
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by councils and boards; yet we know that members who have 
been notorious in such treachery to the public's interests have 
been returned again and again to their offices by the votes of the 
people. It is hardly an exaggeration to say that the officials who 
have been most recreant to their trust have, as a rule, been able, 
through their machinations, to hold their places for the longest 
periods. Whenever municipal ownership abroad is cited, it 
should be remembered that in European cities, as a rule, the 
executive officers are not elected by the people, and are free from 
political pressure. This is true even of the chief cities of England 
and France. 

Many other facts of common knowledge might be quoted to 
expose the errors of government and its' defects in business man- 
agement. The real difficulties have been great. Legislative 
bodies and executives have lacked foresight in providing for 
adequate control over public corporations. Entanglements and 
litigation have resulted in many instances; and if we freely allow 
that corporate greed has overstepped itself and brought on a 
storm of popular resentment, it must be remembered that in few 
instances has public management — that is, the officials of all 
classes — been competent successfully to cope with it. And, in the 
final summing-up, it will be found that two causes are at the bot- 
tom of the whole trouble : our political system, which insists on 
short tenures of office and selects public servants for other reasons 
than their superior ability; and the carelessness or lack of judg- 
ment of the people themselves. 

There is to be taken account of the arguments that the task of 
government in properly controlling public utility, or other com- 
mercial enterprises operating under public privileges, is greater 
than it would be in conducting those enterprises itself; and that 
the removal of such businesses from private hands to government 
proprietorship would at the same time remove the principal source 
of political corruption. 

The former contention is a necessary one for the advocates of 
government trading, for at the outset they are met with the indis- 
putable facts given above concerning the weakness, even to fail- 
ure, in the conduct of purely official business. The very first step 
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in the logic of the case is that, if our officials, as they average, 
have failed in the conduct of affairs purely public in their natufe, 
they would fail yet worse in conducting the largest business enter- 
prises of the country added thereto in one vast complication. If 
they have been found wanting in some things, there is not the 
slightest warrant founded on human experience for the belief that 
they would prove more efficient in many and weightier things. 
Such an assumption is not only contrary to experience, but is 
repugnant to common-sense. It does not matter that municipali- 
ties are operating some public-service plants with a degree of suc- 
cess. They might conduct them with a still greater degree of 
success without affecting the argument. 

As to the second claim, while it might prove true in some 
instances, there are records that show it cannot be depended on. 
Human nature is not changed by merely shifting the temptation. 
Years ago Philadelphia owned and operated her gas-works. On 
the theory of municipalization advocates, that should have pre- 
vented tampering with the officials, so far as the gas business was 
concerned, and the business should have been a blessing to the 
people. But the results were contrary. The works were allowed 
to run down, the quality of the product was low, the price for it 
high. All this was laid to the machinations of capitalists who 
were alleged to have bribed and conspired with the officials, where 
the capitalists themselves were not the officials'. Finally a change 
was made. The works and business were turned over to a private 
corporation by lease on terms' alleged by the corporation baiters 
to be rank robbery of the people. For years the transaction was 
pointed to as a horrible example of corporation outrage and spoli- 
ation of the people — not, of course, through the fault of the 
people, but because of corporate greed. 

Finally it was discovered that the bargain had proved an 
excellent one; that the quality of gas had been improved, the 
price cheapened, the works rebuilt and extended, while the city 
received nearly half a million a year in cash payments. What is' 
the moral ? Why, the municipality, not having managed its own 
affairs as ably and honestly as the much-maligned gas company 
had conducted the gas business, sought to' raise a vast sum of 
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needed cash in lump payment for a further extension of its val- 
uable privileges, thus discounting its rentals for many years; and 
that is how one government demonstrated its fitness for higher 
things. The country is studded with towns that have had unsat- 
isfactory experience with ownership and operation of water and 
electric-light plants, and have turned them over, or are seeking 
to turn them over, to private companies; and in almost every 
instance there has been a faction that complained of the alleged 
conspiracy of certain of their officials with capitalists. 

While reliable statistics are yet lacking to demonstrate the 
results of extensive government ownership and operation which 
I have predicted, there are enough, not only to destroy faith in 
the roseate claims of the public-ownership apostles, but to point 
a distinct warning of the danger. The statistics are in too many 
instances' discovered to be deceptive in the favorable results they 
show. In several particulars is this true. They are given to 
omitting proper charges for depreciation. This especially in 
respect to electric-lighting plants', where depreciation and obso- 
lescence have been very costly. They frequently fail to show the 
true cost of operation by neglecting to state the services given 
the works by other departments of the city government, and the 
sums that are lost in taxes that would be paid under private 
ownership; also- the quality of service rendered. And, besides, 
the scheme has been tested on too limited a scale to permit of 
jumping at enthusiastic conclusions. There have been, if nothing 
else, too large a percentage of known failures, so far as the test 
has gone. 

But against this warning we are handed a flowery statement 
of results in Europe, and especially in England and Scotland. 
This is carrying the argument away from our conditions, and even 
if the known facts over there were more favorable than they are, 
it would not warrant our attempting to follow their example. 
As to results in Great Britain, however, the game has not been 
played through, and the final score will not be shown for years 
to come. It may be conceded that, if any country possesses a sys- 
tem and character of government capable of engaging success- 
fully in government trading, Britain is that country. Yet we 
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have reports of antiquated instruments in municipal telephone 
systems, of lack of enterprise in perfecting and extending the 
service which would be borne with sour grace in American cities. 
Not only has the service been poor, but in some instances the 
operation has been at a loss. The same may be said of municipal 
electric lighting in Great Britain. The service is complained of, 
and in a number of cities, including Glasgow, Edinburgh, Bath, 
and Bristol, has been operated at a loss. As for the municipal 
tramways' in England and Scotland, American travelers are prac- 
tically a unit in declaring that most of the systems, and the 
methods of operating them, would not be tolerated in America, 
even those often quoted as examples of municipalization success, 
such as Glasgow and Edinburgh. 

Of most vital importance is the problem of municipal indebt- 
edness which the experiment has created. More than two thou- 
sand million of bonds have been issued in England to extend 
municipal trading, and the investments have in some instances 
already affected municipal credit. Some lines about London are 
already a charge to taxpayers, and the leading newspapers are 
sounding the alarm as to what may be the ultimate result. There 
has also been observed an effect on the industrial system of the 
country, and the subject of the displacement of private enterprise 
and responsibility by government is' awakening much serious 
thought. 

The day has not arrived when we may point to England's 
example as one which America may safely follow. 

Patient, disinterested examination of the subject in its various 
phases does not discover any warrant in experience, political con- 
ditions, or the purpose of government, as viewed by the clearest 
intelligence of recent times, for the assumption that public trading 
would prove the public blessing so confidently claimed for it by 
its advocates. This will apply either in the case of municipal or 
federal government engaging extensively in business. It is char- 
acteristic of propagandists to indulge in positive assertions' — not 
merely to believe and prophesy, but to declare future results. 
That it is the true purpose of government to conduct the chief 
commercial enterprises of this country, or anv considerable por- 
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tion of them, no man — no American, at least — has any right to 
declare. That the results of municipal trading in America, so far 
as' it has been tried, have been entirely successful, as has been 
frequently asserted, statistics so far obtainable do not prove. It 
cannot truthfully be stated, without qualification, that experience 
so far in municipal ownership and operation has, as' a whole, been 
of greater benefit to the people than private ownership and opera- 
tion in the same instances would have been. 

A hopeful theory is that by imposing ownership and operation 
of industrial enterprises on city governments the quality of citi- 
zenship will be raised, because citizens will then take greater 
interest in city affairs. It would not be difficult to prove by 
history that, the more paternalistic governments have become, the 
less responsibility has been shown by their citizens or subjects. 
But it is not necessary to enter such an argument. For the 
accepted doctrine of free government is, that it should protect 
the people and guard their interests by reasonable regulation and 
control, and not that it should conduct the business of the people. 

The plea that government cannot properly control corporate 
operations, or that it will not do so, is a pitiful one. It must be 
conceded that in a good many things government has not done 
so. But that being the natural function of government, there 
can be no question that it should first demonstrate its efficiency in 
that duty before engaging in commercial experiments, even if 
the latter should be admitted a proper course for it to take in any 
event. Let the protests of the people against corporate derelic- 
tions be directed to enforcing adequate control. Let the errors 
that have been made in the past through wasted franchises, exces- 
sive privileges, inadequate laws and charters, be remedied as fast 
as the nature of the various cases will permit. Clean the admin- 
istration offices. Keep able men in office longer, the delinquents 
not so long. Perfect the merit system, not in a way that it will 
help shirking inefficients to retain their places, but so that it will 
more surely encourage merit. Deal with corporate interests with 
a view to the greatest public advantage, not merely with the view 
of carrying out arbitrary ideas of short-term franchises or mu- 
nicipal purchase. 
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Government control and regulation are natural functions. If 
they be properly exercised, they must prove more beneficial 
to the people than government trading. They will insure 
improved service of public utilities, which municipalization does 
not. They will increase the public revenues by compensation, 
without the danger of increased public burdens. Strict govern- 
ment control is more likely to decrease political corruption than is 
government trading, as the management would not be swayed 
by political considerations; this with special reference to traction 
properties employing large numbers of men. 

What may be effected through wise control and regulation is 
exemplified in the street and elevated railway service at Boston, 
concise explanation of which has recently been given to the read- 
ing public by Mr. Hayes Robbins. It is not too much to say that 
Massachusetts and Boston have, in fact, fairly solved the problem 
of public control and regulation. In quality of service; in mileage 
of track in proportion to population; in benefits to the public 
treasury, and in all things that constitute satisfactory urban 
transportation, we have the highest testimony that this system is 
superior to any in Europe; while the uniform five-cent rate of 
fare, compared with the zone rates there, is no higher, and wages 
of employees average twice as high. 

Now, what has been done in Massachusetts may be repeated 
in every state in the Union, not only with respect to tramways, 
but also as to lighting, telephone service, and water supply. It 
was observed as far back as Aristotle that community of property 
was not a practicable scheme for populous communities. How 
true that observation was is attested by the fact that, while it has 
frequently been attempted, by almost every character of people 
and under almost every social condition, it has failed in every 
instance. The more extensive the muncipalization ideas are put 
into experiment, the nearer we approach the community of prop- 
erty system, and, according to all human experience, the nearer to 
governmental and industrial chaos. 



